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Consumer Leasing Act

* Regulation M
— consumer leases
— more than 4 months
—$25,000 contract or less




Growth of Leasing
New Carsand Light Trucks

1987 4.4%
1992 13.5
1996 25.2
1998 27.8

Source: CNW Marketing/Resear ch
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Who Recommended L easing
toFirst Timers

1993 1996
Ads 19% 34%
Co-worker 383 24
Dealer 23 24
Other sources 20 18

Source: CNW Marketing/Resear ch
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Most Popular Reasons
for Leasing

1994 1998

Lower monthly payment 61%  42%
No/L ow down payment 9 29
Can driveanicer car 23 16

Better use of money 2 10

Source: CNW Marketing/Resear ch
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Down Payments
and Trade-ins

 Down payments
(capitalized cost reduction)

M ake payment 70%
Aver age amount $1,925
 Have atrade-in 32%

Source: CNW Marketing/Resear ch
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Consumer Education
| nitiative

e Brochure

* Web dite
http://www.feder alr eser ve.gov/pubs/leasing

@VS O
Vehicle
Leasing
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Keys
to Vehicle Leasing
* Leasing isdifferent from buying

e Consider beginning, middle,
and end-of-lease costs

* You can compare lease offers
and negotiate someterms

* Know your rights and responsibilities




L easing Is Differ ent

from Buying
* Ownership * Futurevalue
e Up-front costs * Mileage

 Monthly payments < Excesswear
e Early termination * End of term
* Vehiclereturn




L ease or Buy
Consider ations

Ask your self

* Typically, how often do you get
a new vehicle?

Do you maintain your car In
good condition?

« How many miles per year do you
drive?




Consider Beginning, Middle,
and End-of-Lease Costs

« Acquisition fee

* First monthly payment

e Capitalized cost reduction

* Refundable security deposit

* Title registration, & license fees
* Freight charges

« State and local taxes




Consider Beginning, Middle,
and End-of-Lease Costs

* Monthly payment
e Maintenance costs

* |nsurance premiums
* |f applicable:

—Early termination charges
—Sales and use tax
—Inspections

—Personal property tax
—Late payment fees




Consider Beginning, Middle,
and End-of-L ease Costs

Return

e Disposition fee

e Excesswear charges

e Excess mileage charges

Buy
* Purchase option price
* Purchase option fee (if any)
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Compare Offers
and Negotiate Terms

 Monthly lease payments
* End-of-lease payments

* Purchase option

 Whether gap coverageisincluded




Compare Offers
and Negotiate Terms

* Agreed-upon value of vehicle (price)

* Up-front payments, including
capitalized cost reduction
(down payment)

* Length of lease
* Mileage allowance & per-mile charges




The Gap

The difference between
the insured value of the vehicle
and the amount due for early termination

$

Early Termination Payoff

Insured
Value

Number of months
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Know Your
Rights and Responsibilities

o Usefor agreed-upon number
of months and miles

e Service under warranty or recalls

o Turn it in, pay any end-of-lease char ges,
and “walk away”

* Buy thecar If you have a purchase option




Know Your
Rights and Responsibilities

Returning the vehicle

* Early
— early termination charges

* At end of lease
— excess mileage charges, If any
— excess wear charges, If any




A Lease’s
Monthly Payment

Gross cap cost
- Reductions
= Adjusted cap cost
- Residual value
= Depreciation
+ Rent

= Total for calculating

base monthly payments
= Lease termin months

= Basemonthly payment
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Gross Capitalized Cost
Agreed-upon value

(Price plusfreight and options)

+ |nsurancethat is capitalized
+ Prior loan or lease balances

+ Acquisition or documentation fee
= TV




Capitalized Cost
Reduction

Cash

+ Trade-in allowance
+ Rebates/dealer incentives

hink of capitalized cost reduction
as pre-paid depreciation.
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Residual Value

Assuming Residual Value = Purchase Option Price

Higher Residual

M onthly payment islower W
Purchase option priceishigher A\

L ower Residual
Monthly payment is higher A

Purchase option priceislower W

Negotiating a higher mileage allowance
will lower residual value.




Depreciation—
You Pay For What You Use

L ease Finance
Pay the stated depreciation Pay the full cost
during theleaseterm during theloan term
$22,300 gross cap cost $22,300 cost of vehicle
- 12,350 residual value = 48 months
= 9,950 depreciation = $465 avg. cost
+ 48 months per month
= $207 avg. depreciation
per month
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Rent Charge

e Cost of money over time
(Similar to interest on aloan)

* Not an APR




Federal Consumer Leasing Act Disclosures
Dae  OOOCAO0

Lessarish Dealer or Leasing C.f;l."ﬂrrjla_ﬁ!}r Lessees) o) SLh .
Armeount Dae at Monthly Payments Oher Charges (not pan of your monthly Total of Favmenis
Lease Sipning piw magnip . {The amoutl vou will have
ar Delivery Your firsl manthly payment of 5 Pl Dispasiiign Fzz (0 you $o paid by the end of the lease)
: . i MDA . ; . A0000
dliemized below ) isdueon  OCVDAO0 folbowed By | ot purchose ihe vehicley £ A00.00
47 prymemsafs 25554 e an
the _Tat af cach mwanth. The oial of your L g 15, 565,12
5 eS8 womhly payments is § 1233502
. Toual 3§ X000 .
& Itemkzration of A it e ot Lease Signing or Delivery
Amount Due at Lease Signing or Delivery: How the Amount Due at Lease Signing or Delivery will be padd:
Capitalized cost reduction i S500.00 Met trade-in allowance % Z5O0CT
First monthly payvrment SeME Rebes and noncash credits ==
Refundable security deposit 355’-9\_0 Amount o be pud in cash i -?4.1-34
Tile fizes 3"5.5:-.")
Regisiration fees Ll

Total  § .24|94. Tatal % 4,241 54 .

. YWour monthly payment is determined as shown below:
.Gm!l capitalized cost. The agreed upon value of the vehicle (% 21,200,004y and any ilems

vou pay over the lease term (such as servies contracts, msurance, and any owtstonding prior credit

If vou wani an itemization of this amount, please check this hes [

. Capitalized cost veduction. The ameount of any net trade-in allowance, rebate. noncash credit, or cash vou pay that

reduces the gross capitalieed cost S500.00

Adjjusted capitalized cosi. The amount wsed in cnlculatmg vour base mo-rrmll. pavient . R = 1880000
Residual valse. The value of the vehicle af the end of the lease used in calculating vour base monthly povment 1236000
Depreciation and any amortized amoonts, The amount charged for the velucke's dechne in value
through normal use and for ather items paid over the lease terme e e = B,450.00
Rent charge. The amount charged in addiion to the depreciation and any amortzed amounts . - 5.295.00
Taital of base taly s, The deyg iation and avy amonized amounis plus the rent dmrge _______________ = 11,745,000
Lease term. The number of months in womr BBase e 4
Base monthly payment . L . [ R o o - 244659
Mlomthily SRBeS/MSe K e 1225
" -

T _s 256,04

Total monthly paywent

Early Termination. You may have to pay a substantial charge if vou end this lease early. The charge may be up to several
thousand dollars. The actual charge will depend on when the lease is terminated. The carlicr you cod the lease, the greater

this charge is likely to be.

Excessive Wear and Use. You may be charged for excessive wear based on our standards for normal use |and for mileage in excess .
of 15,000 miles per veor at the rate of .75 per mile].

Furchase Option at End of Lease Term. You have an opiion to purchase the vehicle at the end of the lease term for 15 550.00
and a purchase option fize of § 1502000

Oither Important Terms. Ses vour lease documents for addifienal mformation on early termination, purchase oplions and maintanance
responsibdlities, warranties, late and default charges, insurance, and amy secunty inderest, iF applicabls.
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Top of Lease Form
Disclosures

Federal Consumer Leasing Act Disclosures

Dale  COAOOO0

Lessaris) Dealer or Leasing E.':].*Hrfi.'-ﬂ.":'}" Lessee(s) b Sthith .
Amvount Due at Monthly Pavmenis Criher Charges (not part of vour monihly | Total of Paymenis
Lease Signing iy rrent . [ The amount vou will have
or Delivery Your first manthly payment of § 256,54 Diispossitmn Fez {if yoa do paid by the end of the lease)
(lemizzd below)® isducon  COVECHOO foltowed by | net purchase the vehicley 3 400,00

5 424184

47 paymens ol § 258.04 e om
the  T8E o cach manth. The total of your
maomhly pavments is § 12,355.12

L

Tonal % HNEAT

s 1626812
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Top of Lease Form
Disclosures

Federal Consumer Leasing Act Disclosures

Dale  COAOOO0

Lessaris) Dealer or Leasing E.':].*Hrfi.'-ﬂ.":'}" Lessee(s) b Sthith .
Amvount Due at Monthly Pavmenis Criher Charges (not part of vour monihly | Total of Paymenis
Lease Signing iy rrent . [ The amount vou will have
or Delivery Your first manthly payment of § 256,54 Diispossitmn Fez {if yoa do paid by the end of the lease)
(lemizzd below)® isducon  COVECHOO foltowed by | net purchase the vehicley 3 400,00

5 424184

47 maymends af § 256,24 due on

the _ 1st of cach mwantly. The 1otal of yout
) g

g hly peveenls is § 1238512

L

Tonal % HNEAT

s 1626812

Beginning
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Top of Lease Form
Disclosures

Federal Consumer Leasing Act Disclosures

Dale  COAOOO0

Lessaris) Dealer or Leasing E.':].*Hrfi.'-ﬂ.":'}" Lessee(s) b Sthith .
Amvount Due at Monthly Pavmenis Criher Charges (not part of vour monihly | Total of Paymenis
Lease Signing iy rrent . [ The amount vou will have
or Delivery Diisposition fee {if you o paid by the end of the lease)

{ Iemuized belowy®

5 424184

Your first mont by paymei of & 256 .54
is due on Gﬂ-—‘-ﬂ'ﬂsﬂ'{:‘_ , Tolbowed by
47 paymens ol § 258.04 e om

the 18L ol cach manth. The total of your

maomhly pavments is § 12,355.12

Beginning Middle

il purchese (e vehscle) g A00.00

L

Total % SO0

s 1636812
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Top of Lease Form
Disclosures

Federal Consumer Leasing Act Disclosures

Dale  COAOOO0

Lessaris) Dealer or Leasing E.':].*Hrfi.'-ﬂ.":'}" Lessee(s) b Sthith .
Amvount Due at Monthly Pavmenis Criher Charges (not par of vour monihly | Total of Paymenis
Lease Signing iy rrent . [ The amount vou will have
or Delivery Diisposition fee {if you o paid by the end of the lease)

{ Iemuized belowy®

5 424184

Your first mont by paymei of & 256 .54
is due on Gﬂ-—‘-ﬂ'ﬂsﬂ'{:‘_ , Tolbowed by
47 paymens ol § 258.04 e om

the 18L ol cach manth. The total of your

maomhly pavments is § 12,355.12

Beginning Middle

il purchese (e vehscle) g A00.00

L

Total % SO0

End

s 1636812
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Top of Lease Form
Disclosures

Federal Consumer Leasing Act Disclosures

Dale  COAOOO0

Lessaris) Dealer or Leasing E.':].*Hrfi.'-ﬂ.":'}" Lessee(s) b Sthith .
Amvount Due at Monthly Pavmenis Criher Charges (not part of vour monihly | Total of Paymenis
Lease Signing iy rrent . [ The amount vou will have
or Delivery Diisposition fee {if you o paid by the end of the lease)

{ Iemuized belowy®

5 424184

Your first mont by paymei of & 256 .54
is due on Gﬂ-—‘-ﬂ'ﬂsﬂ'{:‘_ , Tolbowed by
47 paymens ol § 258.04 e om

the 18L ol cach manth. The total of your

maomhly pavments is § 12,355.12

il purchese (e vehscle) g A00.00

L

Total % SO0

s 1636812

Beginning Middle

End

Overall
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Amounts Due at L ease Signing
Are ltemized

Federal Consumer Leasing Act Disclosures
Dale  COGGO0

Lessar{s} Dealer or Leasing f:u':]."l"lr":-.'-ﬂ."‘.'_}" Lesseeis) o Smith 1
Aunmount Duae ap Monthly Pavmenis Oiher Charges (not part of your monidlaly Total of Payvmenis
Lease Sigming pavent) (The amount vou will have
or Delavery Yor first manthly payment of § 2hE 0 Diispasaiiom fes {if yon do padd by the end of the lease)
(Tiemized belowy® is due on ﬂ'ﬂ-’"ﬂﬂf’ﬂlﬁ_"_ . Tolbowed by nal purchoss the vehscle) g AO000
47 pyvmends ol § 258.24  gipe on
2 the _ Tst ol cch maml I'I'r. Il.11.|l ol youi o % 18, 535802
g Ap Al Sl o bly pavnenis is § 12 35302 .
3 Tonal % HALOO 5
& Ttemkzation of Amowat Due at Lease Signing or Delivery
Amount Due at Lease Signing or Delivery: B How the Amount Due at Lease Signing or Delivery will be padd:
Capitalized cost reduction * 250 f.}_n'_Jlj' Met trade-in allowance £ Z500.00
Firs1 monthlyv paviment Prial Habpe and noncash eredis e
Refundable security deposid 360, "ﬂI:' Amount {o be paed mocash L741.54
Nile fi=as T, f-_-:l:;'
Registration fees SO0
..L__' =
Total % 4.241.94 |8 Toial & 4.241.54 E'}

Column totals should be equal
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Monthly Payment
Calculation

. Your monthly payment is determined as shown below:

.Gl‘ﬂ-!l capitalized cost. The agreed upon value of the vehicle (% 2120000y and any items

vou pay over the lease term (such as service contracts, msurance, and any outstending prior credit

If vou wani an itemization of this amount, please check this bax. [

. Capitalized cost reduction. The amouni of any net trade-in allowance, rebaie. noncash credit. or cash vou pay that
reduces the gross capiialeed cost .. PP 350000
Audjusted capitalized cost. The amount uaed it mlculatmg vOue h:ma nh:mhh paviment ... . = 1E8B00.00
Residual value. The value of the vehicle af the end of the lease used in calculating vour base monthly poyvment 12.350.00
Depreciation and any amortized amounts, The amount chargesd for the vetucle’s dechne in value
through normal use and for odher dtenis paid over dhe Bease BT et e e e S &,450.00
Rent charge. The amount charged m addition to the depreciaton and any amortized amounts | S 2.280.00
Tatal of base meonthly payments, The depreciation and any amonieed amounts plus the rent nﬂm:ge- ............... = 11, 748.00
Lease termn., The numbser of months in vonr BBRsE et et e e e e e e
Base manthly paviaenl | - . P e e s = 24468
MIIY SEESIMSE BAE e 1225
+ -~
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Additional
Disclosur es

13 Early Termination. Yon may have to pay a substantial charge if vou end this lease early, The charge may be up to several
‘ thousand dollars. The actual charge will depend on when the lease is terminated. The earlier you end the lease, the greater

this charge is likely to be.

14 Excessive Wear and Use. You mav be charged for excessive wear based on our standards for normal use |and for mileags in excess 15
. = . a
of 15,000 miles per year at the rate of -7 per mule|.

16 Furchase Option at End of Lease Term. You have an option to purchase the vehicle af the end of the lease term for $ 12350.00

and a purchase option fee of § 150000

Other Important Terms. See vour lease documenits for addiienal mformation on early termination, purchase options and mamienance
responsibalities, warranties, late and defaull charges, insurance, and amy secunty inderest, if applicable.

e Early termination

* Excesswear and mileage

* Purchase option

 Other termsinthelease .



Federal Consumer Leasing Act Disclosures
Dae  OOOCAO0

Lessarish Dealer or Leasing C.f;l."ﬂrrjla_ﬁ!}r Lessees) o) SLh .
Armeount Dae at Monthly Payments Oher Charges (not pan of your monthly Total of Favmenis
Lease Sipning piw magnip . {The amoutl vou will have
ar Delivery Your firsl manthly payment of 5 Pl Dispasiiign Fzz (0 you $o paid by the end of the lease)
: . i MDA . ; . A0000
dliemized below ) isdueon  OCVDAO0 folbowed By | ot purchose ihe vehicley £ A00.00
47 prymemsafs 25554 e an
the _Tat af cach mwanth. The oial of your L g 15, 565,12
5 eS8 womhly payments is § 1233502
. Toual 3§ X000 .
& Itemkzration of A it e ot Lease Signing or Delivery
Amount Due at Lease Signing or Delivery: How the Amount Due at Lease Signing or Delivery will be padd:
Capitalized cost reduction i S500.00 Met trade-in allowance % Z5O0CT
First monthly payvrment SeME Rebes and noncash credits ==
Refundable security deposit 355’-9\_0 Amount o be pud in cash i -?4.1-34
Tile fizes 3"5.5:-.")
Regisiration fees Ll

Total  § .24|94. Tatal % 4,241 54 .

. YWour monthly payment is determined as shown below:
.Gm!l capitalized cost. The agreed upon value of the vehicle (% 21,200,004y and any ilems

vou pay over the lease term (such as servies contracts, msurance, and any owtstonding prior credit

If vou wani an itemization of this amount, please check this hes [

. Capitalized cost veduction. The ameount of any net trade-in allowance, rebate. noncash credit, or cash vou pay that

reduces the gross capitalieed cost S500.00

Adjjusted capitalized cosi. The amount wsed in cnlculatmg vour base mo-rrmll. pavient . R = 1880000
Residual valse. The value of the vehicle af the end of the lease used in calculating vour base monthly povment 1236000
Depreciation and any amortized amoonts, The amount charged for the velucke's dechne in value
through normal use and for ather items paid over the lease terme e e = B,450.00
Rent charge. The amount charged in addiion to the depreciation and any amortzed amounts . - 5.295.00
Taital of base taly s, The deyg iation and avy amonized amounis plus the rent dmrge _______________ = 11,745,000
Lease term. The number of months in womr BBase e 4
Base monthly payment . L . [ R o o - 244659
Mlomthily SRBeS/MSe K e 1225
" -

T _s 256,04

Total monthly paywent

Early Termination. You may have to pay a substantial charge if vou end this lease early. The charge may be up to several
thousand dollars. The actual charge will depend on when the lease is terminated. The carlicr you cod the lease, the greater

this charge is likely to be.

Excessive Wear and Use. You may be charged for excessive wear based on our standards for normal use |and for mileage in excess .
of 15,000 miles per veor at the rate of .75 per mile].

Furchase Option at End of Lease Term. You have an opiion to purchase the vehicle at the end of the lease term for 15 550.00
and a purchase option fize of § 1502000

Oither Important Terms. Ses vour lease documents for addifienal mformation on early termination, purchase oplions and maintanance
responsibdlities, warranties, late and default charges, insurance, and amy secunty inderest, iF applicabls.
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Early Termination
Notice

You may have to pay a substantial charge
If you end thislease early. The charge
may be up to several thousand dollars.

The actual charge will depend on when
the lease Isterminated. The earlier you

end the lease, the greater thischargeis
likely to be.




Advertising

SPARK EX
Lease for $245/month for 48 mo.

$4,095 due at lease signing, includes security deposit
excludes taxes, title, and registration fees

15,000 miles per year.
Subject to credit approval
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Beyond the Ad

You're responsible forongoinglicense
plate, inspection, andemission tesfees

Required insurance cover age may be
at higher limitsthan you now carry

Y ou must follow the maintenance
schedule

You're responsible for“excesswear”




Lease Rate — Advertising

May not be

e advertised as an “annual pecentage rat€’
or “annual lease rate” or any equivaent term.

* more prominent than required written
disclosures

Must state
“This percentage rate may not measure
the overall cost of financing thislease”

Don’t use the Lease Rate & you would use
an APR to shop forthe best rate on aloan.

—— ]
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Special |ssues

* Personal property taxes

 Relocation/Transfers
— Within U.S.
— Qutside U.S.

* Flexibility in payments




|f You Have a Problem,
Talk to. ..

1. Thedealer, manufacturer, or lessor

2. Local consumer protection office
or State Attorney General’s office

3. Federal or Federal regulators
Trade (if the lessor is a bank)

COmmiSSi()n e Federal Reserve Board

* Federal Deposit Insurance Cor por ation
« Office of the Comptroller of the Currency
e Office of Thrift Supervision
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Questions?

A N
L EASING




